The finance literature is thin on studies of the Middle East and North Africa (MENA). This is surprising since in recent years countries in this region have grown quite fast. Oil exporters have experienced significant oil windfalls, and learning from a similar episode in 1970s, many of them have liberalized their economies, sold off state-owned companies, and developed financial markets with varying degrees of intensity and success. These financial markets have posted high returns in recent years and experienced robust growth fast. For example, Saudi Arabia's stock exchange had a market capitalization larger than that of South Korea in [2004][2005]. We believe that certain events, economic or political, have had significant impacts both on returns and volatility in these markets. In this study, we use the "Episodic Non-Linear Event Detection" methodology of Hinich and Serlitis (2007) to identify significant event-periods from the data. We then use these dates to enhance the familiar GARCH -in-Mean GARCH-M formulation of market returns to test whether the detected event periods provide a better in-sample fit of the available data.
